




























































































TOWNSHIP OF SOUTH BRUNSWICK
MIDDLESEX COUNTY, NEW JERSEY
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2017 AND 2016

Note 1: FORM OF GOVERNMENT

The governing body of the Township of South Brunswick, in the County of Middlesex, New Jersey
("Township") consists of the Mayor and four (4) elected at-large members of the Township Council, each of
whom serve a four-year term. Terms are staggered by two-year intervals. The Council serves as a legislative
arm of the government and establishes the policies of the Township. The Township Manager is the Chief
Executive Officer of the Township and is responsible for carrying out the policies of the Township Council.
The responsibilities of the Township Manager include being accountable for all employees, proposing the
annual budget and coordinating all activities of all departments within the Township.

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

The Governmental Accounting Standards Board “(GASB)” is the accepted standards-setting body
for establishing governmental accounting and financial reporting principles. GASB's Codification of
Governmental Accounting and Financial Reporting Standards recognizes three fund categories as appropriate
for the accounting and reporting of the financial position and results of operations in accordance with
generally accepted accounting principles “(GAAP)” to provide detailed information about the governmental
unit. This structure of funds differs from the organization of funds prescribed under the regulatory basis of
accounting utilized by the Township. The resultant presentation of financial position and results of operations
in the form of basic financial statements is not intended to present the basic financial statements required by
GAAP.

GASB established criteria to be used to determine which component units should be included in the
financial statements of the oversight entity. The Division of Local Government Services (“Division”)
requires the financial statements of the Township of South Brunswick to be reported separately.

Except as noted below, the financial statements of the Township of South Brunswick include every
board, body, officer or commission supported and maintained wholly or in part by funds appropriated by the
Township of South Brunswick, as required by N.J.S.A. 40A:5-5. Accordingly, the financial statements of the
Township of South Brunswick do not include the operations of the municipal library, first aid organizations
or volunteer companies.

B. Description of Funds

The accounting policies of the Township of South Brunswick conform to the accounting principles
applicable to municipalities, which have been prescribed by the Division. Such principles and practices are
designed primarily for determining compliance with legal provisions and budgetary restrictions and as a
means of reporting on the stewardship of public officials with respect to public funds. Under this method of
accounting, the Township of South Brunswick accounts for its financial transactions through the following
separate funds and an account group:

Current Fund — records resources and expenditures for governmental operations of a general nature,
including Federal and State grant funds, except as otherwise noted.



TOWNSHIP OF SOUTH BRUNSWICK
MIDDLESEX COUNTY, NEW JERSEY
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2017 AND 2016

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Trust Fund — records receipts, custodianship and disbursement of funds in accordance with the
purpose for which each reserve was created. Pursuant to the provisions of N.J.S.A. 40A:4-39, the financial
transactions of the Community Development Block Grant fund are reported within the Trust Funds. In
addition, the financial transactions of the following funds and accounts are also reported within the Trust
Funds:

Assessment Trust Fund
Other Trust Fund
Animal Control Trust Fund

General Capital Fund — records resources, including Federal and State Grants in aid of construction,
and expenditures for the acquisition of general capital facilities, other than those acquired through the
Current and Utility Funds, including the status of bonds, notes and loans authorized for said purposes.
General bonds, notes and loans payable are recorded in this fund offset by deferred charges to future
taxation.

Water and Sewer Utility Fund — records resources and expenditures for the operations and
acquisition of capital facilities of the municipally owned Water and Sewer Utility.

Payroll Fund — records resources, deposits of gross salaries of municipal and utility operations into
bank accounts of the payroll fund, Social Security and other payroll contributions are also deposited therein.
Net salaries and remittances to all federal, state and other agencies are paid from this fund.

General Fixed Assets Account Group - The General Fixed Assets Account Group is used to account
for fixed assets used in governmental fund type operations for control purposes. All fixed assets are valued at
historical cost or estimated historical cost if actual historical cost is not available or any other reasonable
basis, provided such basis is adequately disclosed in the financial statements. Donated fixed assets are valued
at their acquisition value at the date of acquisition. No depreciation is recorded on general fixed assets.

C. Requlatory-Basis Financial Statements

The GASB Caodification also defines the financial statements of a governmental unit to be presented
in the basic financial statements to be in accordance with GAAP. The Township presents the financial
statements listed in the table of contents which are required by the Division and which differ from the
financial statements required by GAAP. In addition, the Division requires the financial statements listed in
the table of contents to be referenced to the supplementary schedules. This practice differs from GAAP.

D. Basis of Accounting

Basis of Accounting and Measurement Focus - The basis of accounting, as prescribed by the
Division for its operating funds is generally a modified cash basis for revenue recognition and a modified
accrual basis for expenditures. The operating funds utilize a "current financial resources" measurement focus.
The accounting principles and practices prescribed for municipalities by the Division differ in certain
respects from GAAP applicable to local government units. The most significant is the reporting of entity-
wide financial statements, which are not presented in the accounting principles prescribed by the Division.
The other more significant differences are as follows:
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NOTES TO THE FINANCIAL STATEMENTS
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Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenues - Revenues are recorded as received in cash except for statutory reimbursements and grant
funds, which are due from other governmental units. State and Federal grants, entitlements and shared
revenues received for operating purposes are realized as revenues when anticipated in the Township budget.

Receivables for property taxes and water and sewer utility consumer charges are recorded with
offsetting reserves within the Current Fund and Water and Sewer Utility Fund, respectively. Other amounts
that are due to the Township which are susceptible to accrual are recorded as receivables with offsetting
reserves. These reserves are liquidated and revenues are recorded as realized upon receipt of cash. GAAP
requires the recognition of revenues for general operations in the accounting period in which they become
available and measurable, with the exception of utility consumer charges, which should be recognized in the
period they are earned and become measurable.

Expenditures - For purposes of financial reporting, expenditures are recorded as "paid or charged" or
"appropriation reserves." Paid or charged refers to the Township's "budgetary" basis of accounting. Generally,
these expenditures are recorded when an amount is encumbered for goods or services through the issuance of a
purchase order in conjunction with the encumbrance accounting system. Reserves for unliquidated
encumbrances at the close of the year are reported as a cash liability. Encumbrances do not constitute
expenditures under GAAP. Appropriation reserves refer to unexpended appropriation balances at the close of
the year. Appropriation reserves are automatically created and recorded as a cash liability, except for amounts,
which may he cancelled by the governing body. Appropriation reserves are available until lapsed at the close of
the succeeding year, to meet specific claims, commitments or contracts incurred and not recorded in the
preceding fiscal year. Lapsed appropriation reserves are recorded as income. Generally, unexpended balances
of budget appropriations are not recorded as expenditures under GAAP. Expenditures for compensated
absences, i.e., accumulations of earned but unused vacations and sick leave, are recorded in the accounting
period in which the payments are made. GAAP requires that expenditures be recorded in the governmental
(Current) fund in an amount that would normally be liquidated with available financial resources, and that
expenditures be recorded in the enterprise (Water and Sewer Utility) fund on a full accrual basis.

For the purposes of calculating the results of Current Fund operations, the regulatory basis of
accounting utilized by the Township requires that certain expenditures be deferred and raised as items of
appropriation in budgets of succeeding years. These deferred charges include the two general categories of
overexpenditures and emergency appropriations. Overexpenditures occur when expenditures recorded as
"paid or charged" exceed available appropriation balances. Emergency appropriations occur when,
subsequent to the adoption of a balanced budget, the governing body authorizes the establishment of
additional appropriations based on unforeseen circumstances or for other special purposes as defined by
statute. Overexpenditures and emergency appropriations are deducted from total expenditures in the
calculation of operating results and are established as assets (Deferred Charges) on the balance sheets.

GAAP does not permit the deferral of overexpenditures to succeeding budgets. In addition, GAAP does not
recognize expenditures based upon the authorization of an appropriation. Instead, the authorization of special
purpose expenditures, such as the preparation of tax maps or the revaluation of assessable real property,
would represent the designation of fund balance.
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2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The Local Budget Law (N.J.S.A. 40A:4-1 et seq.) requires that certain transfers between funds, such
as transfers from the Current Fund or Utility Operating Funds to a Self-insurance Trust Fund, transfers of
anticipated operating surpluses among the Current Fund, Water and Sewer Utility Fund, transfers from utility
operating funds to capital funds (i.e., finance capital projects) and transfers from the Current Fund to the
Trust Funds or General Capital Fund are required to be included in the Township's annual budgets as budget
appropriations. Expenditures are recorded upon the adoption of the budget for legally required transfers, and
upon the determination of availability of funds for any discretionary transfers. Under GAAP, transfers are not
recognized as expenditures.

New Jersey statutes require municipalities to provide annual funding to Free Public Libraries through
the Current Fund Budget. Amounts paid on behalf of the Free Public Library or transferred to the custody of
the Library’s management are recorded as budgetary expenditures of the Township, notwithstanding the fact
that the Library is recognized as a separate entity for financial reporting purposes. Under GAAP, the Library
would be recognized as a “component unit” of the Township and discrete reporting of the Library’s financial
position and operating results would be incorporated in the Township’s financial statements.

Property Acquired for Taxes - Foreclosed property is recorded in the Current Fund at the assessed
valuation when such property was acquired and is fully reserved. GAAP requires such property to be
recorded in the governmental fixed assets at the lower of cost or fair value.

Interfunds - Interfund receivables in the Current Fund are recorded with offsetting reserves, which
are created by charges to operations. Income is recognized in the accounting period the receivables are
liquidated. Interfunds in all other funds are not offset by a reserve. GAAP does not require the establishment
of an offsetting reserve.

Compensated Absences - The Township has adopted written policies via employee contracts and
municipal ordinances which set forth the terms under which an employee may accumulate earned, but
unused, vacation and sick leave, establishes the limits on such accumulations and specifies the conditions
under which the right to receive payment for such accumulations vests with the employee. The Township
records expenditures for payments of earned and unused vacation and sick leave in the accounting period in
which the payments are made. GAAP requires that expenditures be recorded in the governmental (Current)
fund in an amount that would normally be liquidated with available financial resources, and that expenditures
be recorded in the enterprise (Water and Sewer Utility) fund on a full accrual basis.

Grants Received - Federal and State Grants, entitlements or shared revenues received for purposes
normally financed through the Current Fund are recognized when anticipated in the Township’s Budget.
GAAP requires such revenues to be recognized in the accounting period when they become susceptible to
accrual.
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Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Long-term debt - The Township’s long-term debt is stated at face value. The debt is not traded and it
is not practicable to determine its fair value without incurring excessive cost. Additional information
pertinent to the Township’s long-term debt is provided in Note 4 to the financial statements.

Fixed Assets - Property and equipment acquired by the Current, Community Development Block
Grant and General Capital Funds are recorded as expenditures at the time of purchase and are not capitalized.
Property and equipment acquired by the Water and Sewer Utility Fund are recorded in their respective
capital accounts at cost and are adjusted for dispositions and abandonments. Contributions in aid of
construction are not capitalized. The balances in the Reserve for Amortization and Deferred Reserve for
Amortization accounts in the Water and Sewer Utility Capital Fund represent charges to operations for the
costs of acquisitions of property, equipment and improvements plus any costs funded from sources other than
bonded debt of the utility. The utility does not record depreciation on fixed assets. GAAP does not require
the establishment of a reserve for amortization for utility fixed assets, but does require the recognition of
depreciation of these assets as an operating expense of the utility.

The Township has developed a general fixed asset accounting and reporting system that utilizes
multiple dollar thresholds for the inclusion of certain assets and also utilizes estimated fair values, which are
updated annually to reflect current appraisal values, for inventoried structures. Accordingly, a statement of
general fixed assets, developed using recognized valuation methods and uniform capitalization rules, which
is required pursuant to generally accepted accounting principles and accounting practices prescribed for
municipalities by the State of New Jersey, is included in the financial statements.

Net Pension Liability and Pension Related Deferred Outflows of Resources and Deferred Inflows of
Resources and Pension Expense — the requirements of GASB Statement No. 68, Accounting and Financial
Reporting for Pensions and GASB Statement No. 71, Pension Transition for Contributions Made Subsequent
to the Measurement Date — an amendment of GASB Statement No. 68 require governmental entities to record
their distributive shares of net pension liability, deferred outflows of resources, deferred inflows of resources
and total pension related expense. Accounting principles applicable to municipalities, which have been
prescribed by the Division, do not require the recording of these liabilities, deferrals and expenses, but do
require the disclosure of these amounts. Since the Township does not follow generally accepted accounting
principles, the GASBs did not result in a change in the Township’s assets, liabilities and contribution
requirements. Refer to Note 9 for these disclosures.

E. Comparative Data

Comparative data for the prior year has been presented in order to provide an understanding of
changes in the Township’s financial position and operations. However, comparative data has not been
presented in each of the statements since their inclusion would make the statements unduly complex and
difficult to read.
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Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

F. Recent Pronouncements

The GASB issued Statement No. 75, Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions in June 2015. This Statement replaces the requirements of Statement No. 45
and the primary objective of this Statement is to improve accounting and reporting by state and local
governments for postemployment benefits other than pensions (other postemployment benefits or OPEB). It
also improves information provided by state and local government employers about financial support for
OPEB that is provided by other entities. The requirements of this Statement are effective for financial
statements for reporting periods beginning after June 30, 2017. Management has not yet determined the
impact of the Statement on the financial statements.

H. Reclassification

Certain prior period amounts have been reclassified to conform to the current year presentation.
Such reclassifications were limited to the General Capital Fund balance sheet and schedule of improvement
authorizations and the Water and Sewer Utility Fund schedule of bond anticipation notes payable and bonds
and notes authorized but not issued and did not impact fund balance. Specifically, the Township reclassified
amounts from “Improvement Authorizations-Unfunded” to “Improvement Authorizations-Funded” in the
General Capital Fund and between improvement authorizations in the Water and Sewer Utility Capital Fund.

I. Subsequent Events

Management has reviewed and evaluated all events and transactions that occurred from December
31, 2017 through August 6, 2018, that date that the financial statements were issued, and the effects of those
that provided additional pertinent information about conditions that existed at the balance sheet date, have
been recognized in the accompanying financial statements.

Note 3: DEFERRED COMPENSATION PLAN

The Deferred Compensation Plan was established pursuant to Section 457 of the Internal Revenue
Code and P.L. 1977, C. 381; P.L. 1978, C. 39; and P.L. 1980, C. 78 of the Statutes of New Jersey. The Plan
is an arrangement whereby a public employer may establish a plan and permit its employees to voluntarily
authorize a portion of their current salary to be withheld and invested in one or more of the types of
investments permitted under the governing regulations. The program balances are not recorded in the Trust
Fund of the Township. The deferred compensation plans are administered by the ICMA Retirement
Corporation, the Lincoln National Life Insurance Company, Metlife, Nationwide Mutual Insurance Company
and MassMutual. The Township does not make any contributions to the plan and the deferred compensation
is not available to employees until termination, retirement, death or unforeseeable hardship.

In accordance with the requirements of the Small Business Job Protection Act of 1996 and the
funding requirements of the Internal Revenue Code Section 457(g), the Township’s plan was amended to
require that all amounts of compensation deferred under the Plan are held for the exclusive benefits of plan
participants and beneficiaries. All assets and income under the plan are held in trust, in annuity contracts or
custodial accounts. The plan’s assets are not the property of the Township and therefore are not presented in
the financial statements.

As of December 31, 2017 and 2016, the amounts held in trust amounted to $21,108,997.88 and
$18,968,501.43, respectively.
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Note 4: DEBT, DEBT SERVICE AND STATUTORY DEBT CONDITION

The Local Bond Law, N.J.S.A. 40A:2 et seq, governs the issuance of bonds and notes to finance
municipal capital expenditures. The Township’s municipal debt is summarized as follows:

A. Summary of Municipal Debt for Capital Projects

Year 2017 Year 2016
General:
Bond Anticipation Notes $ 3,940,000.00
Bonds $  43,559,000.00 39,506,000.00
Water and Sewer Utility:
Bond Anticipation Notes 9,134,000.00 18,442,000.00
Bonds 37,757,000.00 29,070,000.00
Total debt issued 90,450,000.00 90,958,000.00
Less:
Funds temporarily held to pay
Bonds and notes 809,639.50 58,127.83
89,640,360.50 90,899,872.17
Authorized but not issued:
General:
Bonds and notes 4,325,634.70 9,274,434.70
Water and Sewer Utility:
Bonds and notes 9,702,450.80 8,453,450.80
Total authorized but not issued 14,028,085.50 17,727,885.50

Net bonds and notes issued
and authorized but not issued

$

103,668,446.00 $ 108,627,757.67
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Note 4: DEBT, DEBT SERVICE AND STATUTORY DEBT CONDITION (Continued)

B. Summary of Statutory Debt Condition - Annual Debt Statement — 2017

The summarized statement of debt condition which follows is reported in accordance with the
required method for preparation of the Annual Debt Statement and indicates a statutory net debt of 0.547%.

Gross

Debt Deductions Net Debt
Local school district debt $ 50,110,000.00 $ 50,110,000.00
Water and sewer utility debt 56,593,450.80 56,593,450.80
General debt 47,884,634.70 809,639.50 $ 47,074,995.20

$ 154,588,085.50 $ 107,513,090.30 $ 47,074,995.20

Net Debt $47,074,995.20 Divided by Equalized Valuation Basis per N.J.S.A. 40A:2-2 as amended
$8,611,466,597.00 equals 0.547%.

EQUALIZED VALUATION BASIS
2015 Equalized Valuation Basis of Real Property $ 8,673,235,492.00

2016 Equalized Valuation Basis of Real Property 8,530,379,254.00
2017 Equalized Valuation Basis of Real Property 8,630,785,045.00
Average Equalized Valuation $ 8,611,466,597.00

BORROWING POWER UNDER N.J.S.A 40A:2-6 AS AMENDED

3 1/2% of Equalized Valuation Basis Municipal $ 301,401,330.90
Net Debt 47,074,995.20

Remaining Borrowing Power $ 254,326,335.70

The Township’s water and sewer utility fund was self-liquidating as of December 31, 2017 and
2016.

The Township of South Brunswick Board of Education is a Type Il School District. As such, the
members of the Board of Education are elected by the citizens of the Township and school appropriations are
set by the Board of Education. Bonds and notes authorized by voter referendum to finance capital
expenditures are general obligations of the Board of Education and, as such, are reported on the balance sheet
of the Board of Education.
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Note 4: DEBT, DEBT SERVICE AND STATUTORY DEBT CONDITION (Continued)

C. Schedule of Annual Debt Service for Principal and Interest for the
Next Five Years and in Five Year Increments Thereafter for Bonded Debt Issued and Outstanding

Fiscal General Water and Sewer Utility
Year Principal Interest Principal Interest Total
2018 $ 6,338,000.00 $1,419,575.83 $ 3,815,000.00 $1,269,901.43 $12,842,477.26
2019 6,510,000.00  1,206,426.26 3,895,000.00  1,141,597.50  12,753,023.76
2020 6,730,000.00 970,801.26 4,025,000.00  1,001,597.50  12,727,398.76
2021 6,050,000.00 721,910.63 4,120,000.00 850,997.50  11,742,908.13
2022 3,440,000.00 540,645.00 3,185,000.00 715,347.50 7,880,992.50
2023-2027 9,802,000.00  1,538,727.50 11,307,000.00  2,095,117.50  24,742,845.00
2028-2032 4,689,000.00 374,177.50 3,910,000.00 839,075.00 9,812,252.50
2033-2037 - - 3,500,000.00 315,000.00 3,815,000.00
Total $43,559,000.00 $6,772,263.98 $37,757,000.00 $8,228,633.93 $96,316,897.91

General Capital Fund

$3,190,000 2009 Refunding Bonds due in annual installments
of $265,000 to $280,000 through September 1, 2021 at interest
rates ranging from 3.000% to 4.000%. $ 1,085,000.00

$926,000 2010 General Improvement Bonds due with the final
annual installment due on October 1, 2018 in the amount of
$86,000 with an interest rate of 2.150%. 86,000.00

$3,168,000 2010 Open Space Obligation Bonds due in annual
installments of $145,000 to $200,000 through October 1, 2030
at interest rates ranging from 2.150% to 3.500%. 2,343,000.00

$6,650,000 2010 Refunding Bonds due in annual installments
of $605,000 to $640,000 through January 15, 2021 at interest
rates ranging from 2.000% to 2.625%. 2,495,000.00

$9,987,000 2011 Refunding Bonds due in annual installments of
$1,225,000 to $1,465,000 through July 1, 2021 at interest rates
ranging from 3.600% to 4.630%. 5,585,000.00

$5,101,000 2012 General Improvement Bonds due in annual
installments of $345,000 to $510,000 through November 15, 2025
at interest rates ranging from 2.000% to 4.000%. 3,616,000.00
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Note 4: DEBT, DEBT SERVICE AND STATUTORY DEBT CONDITION (Continued)

General Capital Fund (continued)

$1,438,000.00 2012 Open Space Bonds due in annual installments
of $80,000.00 to $160,000.00 through November 15, 2025 at interest
rates ranging from 2.000% to 4.000%. $ 1,038,000.00

$4,638,000.00 2013 General Improvement Bonds due in annual
installments of $250,000.00 to $400,000.00 through October 1, 2028
at interest rates ranging from 3.000% to 4.000%. 3,788,000.00

$361,000.00 2013 Open Space Obligation Bonds due in annual
installments of $25,000.00 to $26,000.00 through October 1, 2028
at interest rates ranging from 3.000% to 4.000%. 276,000.00

$8,390,000.00 2014 General Improvement Refunding Bonds due in
annual installments of $290,000.00 to $970,000.00 through September 1,
2024 at interest rates ranging from 4.000% to 5.000%. 4,890,000.00

$3,545,000.00 2014 Opem Space Refunding Bonds due in annual
installments of $100,000.00 to $705,000.00 through September 1, 2023
at interest rates ranging from 4.000% to 5.000%. 2,370,000.00

$5,396,000.00 2015 General Improvement Refunding Bonds due in
annual installments of $650,000.00 to $1,186,000.00 through March
1, 2022 at interest rates ranging from 3.000% to 4.000%. 5,371,000.00

$363,000.00 Open Space Refunding Bonds due in annual installments
of $65,000.00 to $75,000.00 through March 1, 2022 at interest rates
ranging from 3.000% to 4.000%. 363,000.00

$9,837,000.00 2017 General Improvement Bonds due in annual
installments of $377,000.00 to $750,000.00 through April 1, 2032
at interest rates ranging from 2.000% to 4.000%. 9,837,000.00

$416,000.00 2017 Open Space Bonds due in annual installments
of $20,000.00 to $35,000.00 through April 1, 2032 at interest rates
ranging from 2.000% to 4.000%. 416,000.00

©+

43,559,000.00
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Note 4: DEBT, DEBT SERVICE AND STATUTORY DEBT CONDITION (Continued)

Water and Sewer Utility Capital Fund

$124,000.00 2008 Special Assessment Refunding Bonds with the
final installment of $12,000.00 due October 1, 2018 at an interest
rate of 2.985%. $

$3,225,000.00 2008 Refunding Bonds with the final installment of
$15,000.00 due October 1, 2018 at an interest rate of 2.985%.

$1,370,000.00 2009 Refunding Bonds due in annual instaliments of
$115,000.00 to $120,000.00 through July 15, 2021 at interest rates
ranging from 3.000% to 4.000%.

$5,942,000.00 2010 Bonds due in annual installments of $500,000.00
to $617,000.00 through October 1, 2025 at interest rates ranging from
2.150% to 3.000%.

$7,608,000.00 2011 Refunding Bonds due in annual instaliments of
$965,000.00 to $980,000.00 through July 1, 2021 at interest rates
ranging from 3.600% to 4.630%.

$3,000,000.00 2012 Bonds due in annual installments of $250,000.00
through November 15, 2025 at interest rates ranging from 2.000% to
4.000%.

$7,760,000.00 2013 Bonds due in annual installments of $500,000.00
to $600,000.00 through October 1, 2028 at interest rates ranging from
3.000% to 4.000%.

$7,465,000.00 Refunding Bonds due in annual installments pf $445,000.00
to $990,000.00 through September 1, 2024 at interest rates ranging from
4.000% to 5.000%.

$2,561,000.00 2015 Refunding Bonds due in annual installments of
$225,000.00 to $285,000.00 through March 1, 2027 at interest rates
ranging from 2.720% to 5.000%.

$12,147,000.00 2017 Bonds due in annual installments of $352,000.00
to $700,000.00 through October 1, 2037 at interest rates ranging from
2.000% to 4.000%.

12,000.00

15,000.00

465,000.00

4,417,000.00

3,880,000.00

2,000,000.00

6,350,000.00

5,915,000.00

2,556,000.00

12,147,000.00

$ 37,757,000.00
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Note 4: DEBT, DEBT SERVICE AND STATUTORY DEBT CONDITION (Continued)

During 2017, the Township issued $22,400,000.00 of General Obligation Bonds, consisting of
$9,837,000.00 General Improvement Bonds, $12,147,000.00 Water-Sewer Utility Bonds and $416,000.00
Open Space Bonds. The purpose of the bonds is to refund $5,366,000.00 of the Township’s bond
anticipation notes in the amount of $6,000,000.00 dated October 5, 2016, maturing October 4, 2017, refund
$7,882,000.00 of the Township’s bond anticipation notes in the amount of $16,382,000.00, dated January 26,
2017, maturing October 4, 2017 and permanently finance $9,152,000.00 of various new capital projects.

For detail of future years serial bonds required debt principal payments see Exhibit C-14 and Exhibit D-20.
D. Notes

As of December 31, 2017, the Township had a special emergency note outstanding in the amount of
$875,000 in the current fund. The note matures on December 14, 2018 with an interest rate of 1.52%.

As of December 31, 2017, the Township has outstanding bond anticipation notes in the water and
sewer utility capital fund in the amount of $9,134,000. The notes mature on October 2, 2018 with an
interest rate of 2.25%.

Note 5: FUND BALANCES APPROPRIATED

Fund balances at December 31, 2017 and 2016 were appropriated and included as anticipated
revenue in their own respective funds for the “Fiscal Year” ending December 31, 2018 and 2017 as follows:

2018 2017
Current fund $ 4,150,000.00 $ 3,700,000.00
Water and Sewer Utility Operating fund $ 3,165,000.00 $ 1,500,000.00

Note 6: DEFERRED CHARGES TO BE RAISED IN SUCCEEDING BUDGETS
Certain expenditures are required to be deferred to budgets of succeeding years.

The following deferred charges were shown on the December 31, 2017 and 2016 balance sheets of
the Township’s Current Fund, Grant Fund and Water and Sewer Utility Operating Fund.

2017 2016
Overexpenditure of Appropriations - Current Fund $ 3,214.88
Overexpenditure of Grants - Grant Fund 65,289.38
Special Emergency Authorizations (40A:4-53) - Current Fund 875,000.00 $ 1,290,000.00
Overexpenditure of Appropriation - Water and Sewer
Utility Operating Fund 120,763.68

$ 1,064,267.94 $ 1,290,000.00
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The overexpenditures represent budgetary over-expenditures of certain current year budgetary
appropriations and grant programs.

The special emergency authorizations consist of $875,000.00 of appropriations to pay the costs
associated with accumulated sick leave payouts due to former employees who retired from the Township. Of
these balances, one-fifth of the deferred charges for each year will be raised in the Township’s Current Fund
budget. The remaining deferred charges from the special emergencies in the current fund will be raised in
the Township’s 2018-2021 budgets.

Note 7: DEPOSITS AND INVESTMENTS

Deposits

New Jersey statutes permit the deposit of public funds in institutions located in New Jersey which
are insured by the Federal Deposit Insurance Corporation (FDIC) or by any other agencies of the United
States that insures deposits or the State of New Jersey Cash Management Fund. New Jersey statutes require
public depositories to maintain collateral for deposit of public funds that exceed insurance limits as follows:

Cash on deposit is partially insured by federal deposit insurance in the amount of $250,000.00 in
each depository. Balances above the federal deposit insurance amount are insured by the Government Unit
Deposit Protection Act (GUDPA), N.J.S.A. 17:941, et seq., which insures all New Jersey governmental
units’ deposits in excess of the federal deposit insurance maximums.

Based on GASB criteria, the Township considers cash and cash equivalents to include petty cash,
change funds, demand deposits, money market accounts, short-term investments and cash management
money market mutual funds such as Pillar Funds, and are either any direct and general obligation of the
United States of America and its agencies or certificates of deposit issued by any bank, savings and loan
association or national banking association if qualified to serve as a depository for public funds under the
provisions of the Government Unit Depository Protection Act. Cash and cash equivalents have original
maturities of three months or less from the date of purchase. Investments are stated at cost, which
approximates fair value.

At December 31, 2017 and 2016, the book values of the cash and cash equivalents of the Township
consisted of the following:

Book Balance

2017 2016
Cash (Demand Accts) $ 61,788,74941 $ 39,090,772.60
NJ ARM 4,216,791.07 4,937,226.56
Change Funds (On-Hand) 128.74 -
Total $ 66,005669.22 $ 44,027,999.16

There was $409,657.18 and $320,057.32 of funds held in Township agency accounts at December
31, 2017 and 2016, respectively, that were not covered by GUDPA.
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Custodial Credit Risk - Deposits - Custodial credit risk is the risk that in the event of a bank failure,
the Township’s deposits may not be returned. The government does not have a specific deposit policy for
custodial credit risk other than those policies that adhere to the requirements of statute and to deposit all of its
funds in banks covered by FDIC and GUDPA. At least five percent of the Township’s deposits were fully
collateralized by funds held by the financial institution, but not in the name of the Township. Due to the
nature of GUDPA, further information is not available regarding the full amount that is collateralized.

The Township of South Brunswick had the following depository accounts:

Bank Balance

2017 2016
Insured-FDIC $ 972,66258  $ 723,238.31
Insured-NJGUDPA (N.J.S.A. 17:941) 52,471,443.30 38,316,280.26
Total $ 5344410588 $ 39,039,518.57

Investments

New Jersey Statutes establish the following securities as eligible for the investment of Township
funds:

1. Bonds or other obligations of the United States of America or obligations guaranteed by the United
States;

2. Government money market mutual funds;

3. Any obligation that a federal agency or a federal instrumentality has issued in accordance with an act
of Congress, which security has a maturity date not greater than 397 days from the date of purchase,
provided such obligation bear a fixed rate of' interest not dependent on any index or other external
factor;

4. Bonds or other obligations of the Township or bonds or other obligations of school districts of which
the Township is a part and within which the school district is located.

5. Bonds or other obligations having a maturity date of not more than 397 days from the date of
purchase that are approved by the Division of Investment of the Department of Treasury for
investment by local units;

6. Local government investment pools;

7. Deposits with the State of New Jersey Cash Management Fund established pursuant to section | of

P.L, 1997, c. 281 (C.52:1XA-90G4);

Deposits with the New Jersey Asset and Rebate Management Fund (“NJARM”); or

9. Agreements for the repurchase of fully collateralized securities, if:

a. the underlying securities are permitted investments pursuant to paragraphs (1) and (3);

b. the custody collateralized is transferred to a third party:

c. the maturity of the agreement is not more than 30 days; and

d. the underlying securities are purchased through a public depository as defined in section 1 of
P.L. 1970, ¢.236 (C.199-41) and for which a master repurchase agreement providing for the
custody and security of the collateral is executed.

oo
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GASB Statement No. 40 - Deposit and Investment Risk Disclosures requires the Township to
disclose its deposits and investment policies regarding certain types of investment risks.

New Jersey Asset and Rebate Management

The Township also invests funds in the New Jersey Asset and Rebate Management Fund
(“NJARM?”), which is an investment pool managed by Public Financial Management Company. NJARM
allows governments within the state to pool their funds for investment purposes and the Securities and
Exchange Commission (SEC) does not restrict the pool. Earnings are allocated to all participants based upon
shares held in the pool and distributed on the last day of each month. In addition, the fair value of the
Township’s portion of the pool is the same as the value of its shares. Agencies that participate in the
NJARM typically earn returns that mirror short-term investment rates. Monies can be freely added or
withdrawn from the NJARM on a daily basis without penalty. At December 31, 2017 and 2016, the
Township’s balance in NJARM was $4,216,791.07 and $4,937,226.58, respectively. NJARM is rated AAAmM by
Standard & Poors.

GASB Statement No. 72

GASB Statement No. 72 established a framework for measuring fair value. That framework
provides a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value.
The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or
liabilities (level 1 measurement) and the lowest priority to unobservable inputs (level 3 measurement.) The
three levels of the fair value hierarchy under GASB 72 are described as follows:

Level 1 - Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that the Authority has the ability to access.

Level 2 - Inputs to the valuation methodology include:

quoted prices for similar assets or liabilities in active markets;

quoted prices for identical or similar assets or liabilities in inactive markets;

inputs other than quoted prices that are observable for the asset or liability;

inputs that are derived principally from or corroborated by observable market data by
correlation or other means.

Level 3 - Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset or liability’s fair value measurement level within the fair value hierarchy is based on the
lowest level of any input that is significant to the fair value measurement. Valuation techniques used need to
maximize the use of observable inputs and minimize the use of unobservable inputs.



TOWNSHIP OF SOUTH BRUNSWICK
MIDDLESEX COUNTY, NEW JERSEY
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2017 AND 2016

Note 7: DEPOSITS AND INVESTMENTS (Continued)

The Township’s investments consisted of certificates of deposit and bond anticipation notes
purchased by the Township during the year and all investments were held directly by the Township. The
investments in certificates of deposit are considered level 1 investments as they are quotes prices for identical

assets which are held for less than one year.

The Township had investments of $1,000,000.00 and $0 in

certificates of deposit at December 31, 2017 and 2016, respectively, recorded in the Water and Sewer Utility
Capital Fund. The investments in bond anticipation notes are considered level 2 investments as they are in an
inactive market and inputs other than quoted prices are observable. The investments are held for one year.
The balance of these investments at December 31, 2017 and 2016 were as follows:

Description of Investment Interest Rates Amount
Current Fund 2017 2016

City of West Wildwood, NJ

Bond Anticipation Notes - maturing 5/12/2018 0.70% $  440,000.00 $  440,000.00
City of West Wildwood, NJ

Bond Anticipation Notes - matured 7/21/2017 1.00% 1,254,305.00
City of West Wildwood, NJ

Bond Anticipation Notes - matured 7/21/2017 1.00% 164,738.00
Town of Seacaucus, NJ

Bond Anticipation Notes - matured 4/14/2017 0.90% 583,209.00
City of West Wildwood, NJ

Bond Anticipation Notes - maturing 7/20/2018 1.30% 1,055,460.00
Township of Kearney, NJ

Bond Anticipation Notes - maturing 12/14/2018 1.50% 610,000.00
City of Pleasantville, NJ

Bond Anticipation Notes - maturing 4/23/2018 1.30% 899,370.00
Total Current Fund $ 3,004,830.00 $ 2,442,252.00

Open Space Trust Fund

Township of Lawrence, NJ

Bond Anticipation Notes - matured 11/17/2017 0.75% $ 160,000.00
Township of Barnegat, NJ

Bond Anticipation Notes - matured 6/16/2017 0.70% 38,000.00
Salem County

Bond Anticipation Notes - maturing 6/21/2018 1.30% $  325,000.00
Total Open Space Trust Fund $  325,000.00 $ 198,000.00
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Description of Investment Interest Rates Amount

General Capital Fund
Township of Kearney, NJ
Bond Anticipation Notes - maturing 12/14/2018 1.50% $  610,000.00
Total General Capital Fund $  610,000.00 $ -

Water and Sewer Utility Operating Fund
City of Egg Harbor, NJ
Bond Anticipation Notes - matured 4/12/2017 1.00% $ 1,268,000.00
Total Water and Sewer Utility Operating Fund $ 1,268,000.00

Water and Sewer Utility Capital Fund
Township of Port Republic, NJ

Bond Anticipation Notes - matured 9/21/2017 1.25% $  500,000.00
Township of Egg Harbor, NJ

Bond Anticipation Notes - matured 1/15/2017 0.80% 2,225,000.00
Borough of Barnegat Light

Bond Anticipation Notes - maturing 2/23/2018 1.10% $  827,550.00
Total Water and Sewer Utility Capital Fund $  827,550.00 $ 2,725,000.00
Grand Total $ 4,767,380.00 $ 6,633,252.00

Interest Rate Risk — As a means of limiting its exposure to fair value losses arising from increasing
interest rates, the Township generally limits its investment maturities to within two years of the date of purchase.

Credit Risk — As of December 31, 2017, the Township’s various investments with the City of West
Wildwood, Township of Kearney, City of Pleasantville, Borough of Barnegat Light and Salem County were not
rated by a nationally recognized bond rating agency.

Custodial Credit Risk — For investments, custodial credit risk is the risk that in the event of the failure of
the counter-party, the Township will not be able to recover the value of its investments or collateral securities that
are in the possession of the outside party. Investment securities are exposed to custodial credit risk if the securities
are uninsured and are not registered in the name of the Township. The Township manages custodial credit risk by
limiting its investments to the debt of other governmental units within the State of New Jersey.

Concentration of Credit Risk — The Township places no limit on the amount the Township may invest in
any one issuer. As of December 31, 2017 the Township had amounts invested with the City of West Wildwood,
Township of Kearney, City of Pleasantville, Borough of Barnegat Light and Salem County representing 31.37%,
25.59%, 18.86%, 17.36% and 6.82%, respectively, of the total carrying amount of the Township’s investments.
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Note 8: ASSESSMENT AND COLLECTION OF PROPERTY TAXES

A taxable valuation of real property is prepared by the Tax Assessor as of October 1 in each year and
filed with the County Board of Taxation by January 10 of the following year. The County Board of Taxation
establishes tax rates to reflect the levy necessary for municipal, local school district, special district and
county taxes.

Tax bills are prepared and mailed by the Collector of Taxes of the Township annually and set forth
the final tax for the tax year. The bill contains a credit for preliminary amounts billed previously with the
balance payable in equal installments on August 1st and November 1st of the tax year. In addition, the
property owner receives a preliminary bill for the succeeding year based on one half of the previous year’s
tax. The preliminary payments are due and payable on February 1st and May 1st. NJ Statutes allow a grace
period of 10 days for each payment period and the Township granted this option to taxpayers. Taxes become
delinquent if not paid on the installment dates and become subject to interest penalties of 8% to 18% of the
amounts delinquent, and if a delinquency (including interest) is in excess of $10,000.00 and remains in
arrears after December 31, an additional flat penalty of 6% shall be charged against the delinquency. If taxes
are delinquent on or after April st of the succeeding year, the delinquent amount is subject to “Tax Sale”
which places a tax lien on the property allowing the holder to enforce the tax lien by collection or
foreclosure. New Jersey property tax laws establish a tax lien on real estate as of January 1st of the current
tax year even though the amount due is not known.

Note 9: PENSION AND RETIREMENT PLANS

Substantially, all Township employees participate in the Public Employees’ Retirement System and
Police and Firemen’s Retirement System. The Division of Pensions within the Treasury Department of the
State of New Jersey is the administrator of the funds and charges municipalities annually for their respective
contributions. The plans provide retirement and disability benefits, annual cost of living adjustments and
benefits to plan members and beneficiaries.

The plans are cost sharing multiple-employer defined benefit plans and as such do not maintain
separate records for each municipality in the state and, therefore, the actuarial data for the Township is not
available.

The Division of Pensions issues publicly available financial reports for each of the plans that include
financial statements and required supplementary information. The reports may be obtained by writing the
State of New Jersey, Division of Pensions.

Covered employees are required by State statute to contribute a certain percentage of their salary to
the plan. In addition, the PERS and PFRS bills the Township annually at an actuarially determined rate for
its required contribution. The current rate of required contribution of annual covered payroll is 7.34% for
PERS employees and 10.00% for PFRS.

The contribution requirements of plan members and the Township are established and may be
amended by the Board of Trustees of the respective plans. The Township’s contributions to the PERS for the
years ended December 31, 2017, 2016 and 2015 were $1,810,597.00, $1,832,347.00, and $1,725,790.00,
respectively. The Township’s contributions to the PFRS for the years ended December 31, 2017, 2016 and
2015 were $1,942,619.00, $1,972,466.00, and $1,967,003.00, respectively. In 2009, the State of New Jersey
permitted Municipalities to defer up to 50% of their contributions due in 2009. The Township elected this
option, resulting in the deferral of their 2009 PERS and PFRS bills in the amounts of $498,160.50 and
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$814,062.00, respectively. In accordance with state regulations, the Township began repaying this liability
in April 2012 over a 15 year period and included in the payments identified above during 2017 for PERS and
PFRS were principal payments of $36,141.00 and $123,757.00, respectively for repayment of this deferred
liability.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

Public Employee’s Retirement System (PERS)

At December 31, 2017 and 2016, the Township’s liability for its proportionate share of the net
pension liability was $48,129,253.00 and $60,361,945.00, respectively. The net pension liability was
measured as of June 30, 2017, and the total pension liability used to calculate the net pension liability was
determined by an actuarial valuation as of July 1, 2016 which was rolled forward to June 30, 2017. The
Township’s proportion of the net pension liability was based on a projection of the Township’s long-term
share of contributions to the pension plan relative to the projected contributions of all participating entities,
actuarially determined. At June 30, 2017, the Township’s proportion was 0.2067549716 percent, which was
an increase of 0.0029474401 from its proportion measured as of June 30, 2016.

At December 31, 2017, the Township’s deferred outflows of resources and deferred inflows of
resources related to PERS were from the following sources:

Deferred Deferred
Outflows Inflows
of Resources of Resources
Changes of assumptions 3 9,696,386.00 $ 9,660,837
Difference between expected and actual experience 1,133,278.00
Net difference between projected and actual earnings on
pension plan investments 327,728.00
Changes in proportion and differences between Township
contributions and proportionate share of contributions 901,708.00 61,974.00
Township contributions subsequent to the measurement date 957,682.00

$ 13,016,78200 $ 9,722,811.00

At December 31, 2016, the Township’s deferred outflows of resources and deferred inflows of
resources related to PERS were from the following sources:
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Deferred Deferred
Outflows Inflows
of Resources of Resources
Changes of assumptions $ 12,503,771.00
Difference between expected and actual experience 1,122,549.00
Net difference between projected and actual earnings on
pension plan investments 2,301,656.00
Changes in proportion and differences between Township
contributions and proportionate share of contributions 514,74400 $ 80,290.00
Township contributions subsequent to the measurement date 943,951.00
$ 17,386,671.00 $ 80,290.00

$957,682.00 and $943,951.00 as of December 31, 2017 and 2016, respectively, are reflected above
as deferred outflows of resources related to pensions resulting from Township contributions subsequent to
the measurement date. Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to pensions would be recognized in pension expense as follows, if the financial statements
were prepared in accordance with GAAP.

Year ended December 31:

2018 $ 1,354,435.00
2019 1,912,669.00
2020 1,220,020.00
2021 (1,254,053.00)
2022 (896,782.00)

$ 2,336,289.00

Actuarial Assumptions

The total pension liability for the June 30, 2017 measurement date was determined by an actuarial
valuation as of July 1, 2016, which was rolled forward to June 30, 2017. This actuarial valuation used the
following actuarial assumptions:

Inflation rate 2.25%

Salary increase through 2026 1.65 - 4.15%
based on age

Thereafter 2.65 - 5.15%

based on age
Investment rate of return 7.00%
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The actuarial assumptions used in the July 1, 2016 valuation were based on the results of an actuarial
experience study for the period July 1, 2011 to June 30, 2014.

The total pension liability for the June 30, 2016 measurement date was determined by an actuarial
valuation as of July 1, 2015, which was rolled forward to June 30, 2016. This actuarial valuation used the
following actuarial assumptions, applied to all periods included in the measurement:

Inflation rate 3.08%
Salary increase through 2026 1.65-4.15%
based on age
Thereafter 2.65-5.15%
based on age
Investment rate of return 7.65%

The actuarial assumptions used in the July 1, 2015 valuation were based on the results of an actuarial
experience study for the period July 1, 2011 to June 30, 2014.

Mortality Rates

Pre-retirement mortality rates were based on the RP-2000 Preretirement Mortality Table for male
and female active participants. For State employees, mortality tables are set back 4 years for males and
females. For local employees, mortality tables are set back 2 years for males and 7 years for females. In
addition, the tales provide for future improvements in mortality from the base year of 2013 using a
generational approach based on the plan actuary’s modified MP-2014 projection scale. Post-retirement
mortality rates were based on the RP-2000 Combined Healthy Male and Female Mortality Tables (set back 1
year for males and females) for service retirements and beneficiaries of former members and a one-year
static projection based on mortality improvement Scale AA. In addition, the tables for service retirements
and beneficiaries of formers members provide for future improvements in mortality from the base year of
2013 using a generational approach based on the plan actuary’s modified MP-2014 projection scale.
Disability retirement rates used to value disables retirees were based on the RP-2000 Disabled Mortality
Table (set back 3 years for males and set forward 1 year for females).

Long-Term Rate of Return

In accordance with State statute, the long-term expected rate of return on plan investments (7.00% at
June 30, 2017) is determined by the State Treasurer, after consultation with the Directors of the Division of
Investments and Division of Pensions and Benefits, the board of trustees and the actuaries. The long-term
expected rate of return was determined using a building block method in which best-estimate ranges of
expected future real rates of return (expected returns, net of pension plan investment expense and inflation)
are developed for each major asset class. These ranges are combined to produce the long-term expected rate
of return by weighting the expected future real rates of return by the target asset allocation percentage and by
adding expected inflation. Best estimates of arithmetic real rates of return for each major asset class included
in PERS’s target asset allocation as of June 30, 2017 are summarized in the following table:
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Asset Class Allocation Real Rate of Return
Absolute return/risk mitigation 5.00% 5.51%
Cash equivalents 5.50% 1.00%
U.S. Treasuries 3.00% 1.87%
Investment grade credit 10.00% 3.78%
Public high yield 2.50% 6.82%
Global diversified credit 5.00% 7.10%
Credit oriented hedge funds 1.00% 6.60%
Debt related private equity 2.00% 10.63%
Debt related real estate 1.00% 6.61%
Private real asset 2.50% 11.83%
Equity related real estate 6.25% 9.23%
U.S. Equity 30.00% 8.19%
Non-U.S. developed markets equity 11.50% 9.00%
Emerging markets equity 6.50% 11.64%
Buyouts/venture capital 8.25% 13.08%
100.00%

Discount Rate

The discount rate used to measure the total pension liability was 5.00% as of June 30, 2017. This
single blended discount rate was based on the long-term expected rate of return on pension plan investments
of 7.00%, and a municipal bond rate of 3.58% as of June 30, 2017 based on the Bond Buyer GO 20-Bond
Municipal Bond Index which includes tax-exempt general obligation municipal bonds with an average rating
of AA/Aa or higher. The projection of cash flows used to determine the discount rate assumed that
contributions from plan members will be made at the current member contribution rates and that
contributions from employers will be made based on the contribution rate in the most recent fiscal year. The
State employer contributed 40% of the actuarially determined contributions and the local employers
contributed 100% of their actuarially determined contributions. Based on those assumptions, the plan’s
fiduciary net position was projected to be available to make projected future benefit payments of current plan
members through 2034. Therefore, the long-term expected rated of return on plan investments was applied
to projected benefit payments through 2034 and the municipal bond rate was applied to projected benefit
payments after that date in determining the total pension liability.
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The discount rate used to measure the total pension liability was 3.98% as of June 30, 2016. This
single blended discount rate was based on the long-term expected rate of return on pension plan investments
of 7.65%, and a municipal bond rate of 2.85% as of June 30, 2016 based on the Bond Buyer GO 20-Bond
Municipal Bond Index which includes tax-exempt general obligation municipal bonds with an average rating
of AA/Aa or higher. The projection of cash flows used to determine the discount rate assumed that
contributions from plan members will be made at the current member contribution rates and that
contributions from employers will be made based on the average of the last five years of contributions made
in relation to the last five years of recommended contributions. Based on those assumptions, the plan’s
fiduciary net position was projected to be available to make projected future benefit payments of current plan
members through 2033. Therefore, the long-term expected rate of return on plan investments was applied to
projected benefit payments through 2033, and the municipal bond rate was applied to projected benefit
payments after that date in determining the total pension liability.

Sensitivity of the Township’s proportionate share of the net pension liability to changes in the discount rate

The following presents the Township’s proportionate share of the net pension liability as of
December 31, 2017 calculated using the discount rate as disclosed above as well as what the Township’s
proportionate share of the net pension liability would be if it were calculated using a discount rate that is 1-
percentage-point lower (4.00 percent) or 1-percentage-point higher (6.00 percent) than the current rate:

At 1% At current At 1%
decrease discount rate increase
(4.00%) (5.00%) (6.00%)
Township's proportionate share of
the net pension liability $ 59,707,604.78 $  48,129,253.00 $ 38,483,051.09

The following presents the Township’s proportionate share of the net pension liability as of June 30,
2016 calculated using the discount rate as disclosed above as well as what the Township’s proportionate
share of the net pension liability would be if it were calculated using a discount rate that is 1-percentage-
point lower (2.98 percent) or 1-percentage-point higher (4.98 percent) than the current rate:

At 1% Al current At 1%
decrease discount rate increase
(2.98%) (3.98%) (4.98%)

Township's proportionate share of
the net pension liability $ 23325678.00 $ 60,361,945.00 $ 15,493,429.00
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Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s fiduciary net position is available in the separately
issued financial report for the State of New Jersey Public Employees Retirement System.

Additional Information

Collective balances of the Local Group at June 30, 2017 are as follows:

Deferred outflows of resources $  6,424,455,842
Deferred inflows of resources $ 5,700,625,981
Net pension liability $ 23,278,401,588
Township's Proportion 0.2067549716%

Collective balances of the Local Group at June 30, 2016 are as follows:

Deferred outflows of resources $ 6,135,087,729
Deferred inflows of resources $ 870,133,594
Net pension liability $ 29,617,131,759

Township's Proportion 0.2038075315%
Collective pension expense for the Local Group for the measurement period ended June 30, 2017
and 2016 were $1,694,305,613.00 and $2,827,610,195.00, respectively.

The average of the expected remaining service lives of all plan members is 5.48 and 5.57 years for
2017 and 2016, respectively.

Police and Firemen’s Retirement System (PFRS)

At December 31, 2017 and 2016, the Township’s liability for its proportionate share of the net
pension liability was $38,302,231.00 and $45,513,485.00, respectively. The net pension liability was
measured as of June 30, 2017, and the total pension liability used to calculate the net pension liability was
determined by an actuarial valuation as of July 1, 2016, which was rolled forward to June 30, 2017. The
Township’s proportion of the net pension liability was based on a projection of the Township’s long-term
share of contributions to the pension plan relative to the projected contributions of all participating entities,
actuarially determined. At June 30, 2017, the Township’s proportion was 0.2481025091 percent, which was
an increase of 0.0098439192 from its proportion measured as of June 30, 2016.
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Note 9: PENSION AND RETIREMENT PLANS (Continued)

At December 31, 2017, the Township’s deferred outflows of resources and deferred inflows of

resources related to PFRS were from the following sources:

Deferred
Inflows
of Resources

Deferred
Outflows
of Resources
Changes of assumptions $ 4,723,092.00
Differences between expected and actual experience 248,482.00
Net difference between projected and actual earnings on
pension plan investments 730,896.00
Changes in proportion and differences between Township
contributions and proportionate share of contributions 1,499,236.00
Township contributions subsequent to the measurement date 1,097,877.00

$ 6,272,785.00
224,802.00

395,781.00

$ 8,299,583.00

$ 6,893,368.00

At December 31, 2016, the Township’s deferred outflows of resources and deferred inflows of

resources related to PFRS were from the following sources:

Deferred Deferred
Outflows Inflows
of Resources of Resources
Changes of assumptions 3 6,303,992.00
Differences between expected and actual experience $ 298,348
Net difference between projected and actual earnings on
pension plan investments 3,189,038.00
Changes in proportion and differences between Township
contributions and proportionate share of contributions 380,277.00 506,335.00
Township contributions subsequent to the measurement date 1,033,188.00
$ 10,906,495 $ 804,683

$1,097,877.00 and $1,033,188.00 as of December 31, 2017 and 2016, respectively were reported as
deferred outflows of resources related to pensions resulting from Township contributions subsequent to the
measurement date. Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to pensions would be recognized in pension expense as follows, if the financial statements

were prepared in accordance with GAAP.
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Note 9: PENSION AND RETIREMENT PLANS (Continued)

Year ended December 31:

2018 $ 717,428
2019 1,488,219
2020 188,378
2021 (1,493,500)
2022 (592,187)

$ 308,338

Actuarial Assumptions

The total pension liability for the June 30, 2017 measurement date was determined by an actuarial
valuation as of July 1, 2016, which was rolled forward to June 30, 2017. This actuarial valuation used the
following actuarial assumptions, applied to all periods included in the measurement:

Inflation rate 2.25%
Salary increase through 2026 2.10 - 8.98%
based on age
Thereafter 3.10 - 9.98%
based on age
Investment rate of return 7.00%

The actuarial assumptions used in the July 1, 2016 valuation were based on the results of an actuarial
experience study for the period July 1, 2010 to June 30, 2013.

The total pension liability for the June 30, 2016 measurement date was determined by an actuarial
valuation as of July 1, 2015, which was rolled forward to June 30, 2016. This actuarial valuation used the
following actuarial assumptions, applied to all periods included in the measurement:

Inflation rate 3.08%

Salary increase through 2026 2.10 - 8.98%
based on age

Thereafter 3.10 - 9.98%

based on age
Investment rate of return 7.65%
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Note 9: PENSION AND RETIREMENT PLANS (Continued)

The actuarial assumptions used in the July 1, 2015 valuation were based on the results of an actuarial
experience study for the period July 1, 2010 to June 30, 2013.

Mortality Rates

Pre-retirement mortality rates were based on the RP-2000 Pre-Retirement mortality tables projected
thirteen years using Projection Scale BB and then projected on a generational basis using the plan actuary’s
modified 2014 projection scales. Post-retirement mortality rates for male service retirements and
beneficiaries are based on the RP-2000 Combined Healthy Mortality Tables projected on a generational basis
using the plan actuary’s modified 2014 projection scales. Post retirement mortality rates for female service
retirements and beneficiaries were based on the RP-2000 Combined Healthy Mortality Tables projected
thirteen years using Projection Scale BB and then three years using the plan actuary’s modified 2014
projection scales, which was further projected on a generational basis using the plan actuary’s modified 2014
projection scales. Disability mortality rates were based on special mortality tables used for the period after
disability retirement.

Long-Term Rate of Return

In accordance with State statute, the long-term expected rate of return on plan investments is
determined by the State Treasurer, after consultation with the Directors of the Division of Investments and
Division of Pensions and Benefits, the board of trustees and the actuaries. Best estimates of arithmetic real
rates of return for each major asset class included in PFRS’s target asset allocation as of June 30, 2017 are
summarized in the following table:

Asset Class Allocation Real Rate of Return
Absolute return/risk mitigation 5.00% 5.51%
Cash equivalents 5.50% 1.00%
U.S. Treasuries 3.00% 1.87%
Investment grade credit 10.00% 3.78%
Public high yield 2.50% 6.82%
Global diversified credit 5.00% 7.10%
Credit oriented hedge funds 1.00% 6.60%
Debt related private equity 2.00% 10.63%
Debt related real estate 1.00% 6.61%
Private real asset 2.50% 11.83%
Equity related real estate 6.25% 9.23%
U.S. equity 30.00% 8.19%
Non-U.S. developed markets equity 11.50% 9.00%
Emerging markets equity 6.50% 11.64%
Buyouts/venture capital 8.25% 13.08%

100.00%
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Note 9: PENSION AND RETIREMENT PLANS (Continued)
Discount Rate

The discount rate used to measure the total pension liability was 6.14% as of June 30, 2017. This
single blended discount rate was based on the long-term expected rate of return on pension plan investments
of 7.00%, and a municipal bond rate of 3.58% as of June 30, 2017 based on the Bond Buyer GO 20-Bond
Municipal Bond Index which includes tax-exempt general obligation municipal bonds with an average rating
of AA/Aa or higher. The projection of cash flows used to determine the discount rate assumed that
contributions from plan members will be made at the current member contribution rates and that
contributions from employers and the nonemployer contributing entity will be made based on the
contribution rate in the most recent fiscal year. The State employer contributed 40% of the actuarially
determined contributions and the local employers contributed 100% of their actuarially determined
contributions. Based on those assumptions, the plan’s fiduciary net position was projected to be available to
make projected future benefit payments of current plan members through 2057. Therefore, the long-term
expected rate of return on plan investments was applied to projected benefit payments through 2057, and the
municipal bond rate was applied to projected benefit payments after that date in determining the total pension
liability.

The discount rate used to measure the total pension liability was 5.55% as of June 30, 2016. This
single blended discount rate was based on the long-term expected rate of return on pension plan investments
of 7.65%, and a municipal bond rate of 2.85% as of June 30, 2016 based on the Bond Buyer GO 20-Bond
Municipal Bond Index which includes tax-exempt general obligation municipal bonds with an average rating
of AA/Aa or higher. The projection of cash flows used to determine the discount rate assumed that
contributions from plan members will be made at the current member contribution rates and that
contributions from employers will be made based on the average of the last five years of contributions made
in relation to the last five years of recommended contributions. Based on those assumptions, the plan’s
fiduciary net position was projected to be available to make projected future benefit payments of current plan
members through 2045. Therefore, the long-term expected rate of return on plan investments was applied to
projected benefit payments through 2045, and the municipal bond rate was applied to projected benefit
payments after that date in determining the total pension liability.

Sensitivity of the Township’s proportionate share of the net pension liability to changes in the discount rate

The following presents the Township’s proportionate share of the net pension liability as of
December 31, 2017 calculated using the discount rate as disclosed above as well as what the Township’s
proportionate share of the net pension liability would be if it were calculated using a discount rate that is 1-
percentage-point lower (5.14 percent) or 1-percentage-point higher (7.14 percent) than the current rate:
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Note 9: PENSION AND RETIREMENT PLANS (Continued)

At 1% At current At 1%
decrease discount rate increase
(5.14%) (6.14%) (7.14%)
Township's proportionate share of
the net pension liability $ 50,466,343.63 $ 38,302,231.00 $ 28,308,029.31

The following presents the Township’s proportionate share of the net pension liability as of June 30,
2016 calculated using the discount rate as disclosed above as well as what the Township’s proportionate
share of the net pension liability would be if it were calculated using a discount rate that is 1-percentage-
point lower (4.55 percent) or 1-percentage-point higher (6.55 percent) than the current rate:

At 1% At current At 1%
decrease discount rate increase
(4.55%) (5.55%) (6.55%)
Township's proportionate share of
the net pension liability $ 58,686,302.00 $ 45513,485.00 $ 34,771,845.00

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s fiduciary net position is available in the separately
issued financial report for the State of New Jersey Police and Firemen’s Retirement System.

Additional Information

Collective balances of the Local Group at June 30, 2017 are as follows:

Deferred outflows of resources $ 2,941,952,753
Deferred inflows of resources $ 3,262,432,093
Net pension liability $ 17,167,260,198
Township's Proportion 0.2481025091%

Collective balances of the Local Group at June 30, 2016 are as follows:

Deferred outflows of resources $ 4,547,316,543
Deferred inflows of resources $ 688,197,590
Net pension liability $ 20,706,699,056

Township's Proportion 0.2382585899%
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Note 9: PENSION AND RETIREMENT PLANS (Continued)

Collective pension expense for the Local Group for the measurement period ended June 30, 2017
and 2016 is $1,624,455,951 and $2,248,798,664, respectively.

The average of the expected remaining service lives of all plan members is 5.59 and 5.58 years for
2017 and 2016, respectively.

Special Funding Situation

Under N.J.S.A 43:16A-15, local participating employers are responsible for their own contributions
based on actuarially determined amounts, except where legislation was passed which legally obligated the
State if certain circumstances occurred. The amounts contributed on behalf of the local participating
employers under this legislation is considered to be a special funding situation and the State is treated as a
non-employer contributing entity. The non-employer contributing entities’ total proportionate share of the
collective net pension liability that is associated with the Township as of June 30, 2017 and 2016 for police
and fire is 0.2481025091% and 0.2382585899% respectively, and the non-employer contributing entities’
contribution for the year ended June 30, 2017 and 2016 for police and fire was $214,527.00 and
$146,448.00, respectively. The state’s proportionate share of the net pension liability attributable to the
Township as of June 30, 2017 and 2016 is $4,290,172.00 and $3,822,004.00, respectively.

Note 10: POST RETIREMENT HEALTH BENEFITS

In addition to the pension and retirement plans described in Note 9, the Township provides post-
retirement health care benefits, in accordance with State statute N.J.S.A. 40A:10-23 to employees who retire
with at least 25 years of pension service credit and 15 years of consecutive service with the Township, or go
out on disability with 10 years of service or more. The Township does not issue a publicly available
financial report for the plan. Benefit provisions for the plan are established and amended with the approval of
the Township’s governing body and there is no statutory requirement for the Township to continue this plan
for future Township employees. The plan is a contributory plan with all payments for plan benefits being
funded by the Township.

GASB Statement 45 applied to the Township of South Brunswick starting with the year ended
December 31, 2013 (the Township previously participated in the New Jersey State Health Benefits Plan).
GASB Statement 45 requires that the Township disclose its annual OPEB cost for the plan which is
calculated based on the annual required contribution (“ARC”), an amount actuarially determined in
accordance with the parameters of GASB Statement 45. The ARC represents a level of funding that, if paid
on an ongoing basis, is projected to cover the normal cost each year and to amortize any unfunded actuarial
liabilities (or funding excess) over a period not to exceed thirty years.

As of December 31 2017, the date of the most recent actuarial valuation, under GASB Statement 45,
the Township’s annual required contribution for 2017 and 2016 were $10,130,000.00 and $7,000,000.00,
respectively. The Township’s contributions for post-retirement benefits for the years ended December 31,
2017, 2016, and 2015 were $4,037,779.56, $3,507,054.35, and $2,945,051.55, respectively. The Township’s
net OPEB obligation as of December 31, 2017 was $20,900,000.00.
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Note 10: POST RETIREMENT HEALTH BENEFITS (Continued)

As of December 31 2017, the actuarial accrued liability for benefits was $123,870,000, all of which
was unfunded. The covered payroll (annual payroll of active employees covered by the plan) was
$26,940,000.00, and the ratio of the unfunded actuarial accrued liability to the covered payroll was 460% for
the same aforementioned period.

The latest actuarial valuation date is December 31, 2017. Actuarial valuations involve estimates of
the value reported amounts and assumptions about the probability of events in the future. Amounts
determined regarding the funding status of the plan and the annual required contributions of the employer are
subject to continual revision as actual results are compared to past expectations and new estimates are made
about the future.

Projections of benefits are based on the substantive plan (the plan as understood by the employer and
plan members) and include the types of benefits in force at the valuation date and the pattern of sharing
benefit costs between the Township and the plan members to that point. Actuarial calculations reflect a long-
term perspective and employ methods and assumptions that are designed to reduce short-term volatility in
actuarial accrued liabilities and the actuarial value of assets.

For the December 31, 2017 actuarial valuation, the project unit credit funding method was used. The
actuarial assumptions included a 4.50% discount rate and an annual healthcare cost trend rate of 8.5% in the
first year (2013), reducing by 0.5% per annum, leveling at 5% per annum in year 8, for medical, dental and
prescription. As required by Local Finance Notice 2007-15, the Township’s demographic assumptions were
selected based on those used by the State Division of Pensions and Benefits calculation from its December
31, 2017 report. The Township has a total of 419 plan members of which 256 are active participants with an
average age of 47 years and 163 are retired participants. The cost medical benefits range from $285 through
$2,984 per month and for dental benefits range from $18 through $133 per month.

Note 11: RISK MANAGEMENT

The Township has maintained a limited self-insurance plan for worker’s compensation coverage.
Claims are paid from a fund provided through the annual budget appropriation. Also, individual stop loss
and aggregate stop loss policies are purchased to protect the Township from catastrophic loss. There is a
reserve in the Other Trust Fund to pay incurred costs if such were to exceed the annual budget appropriation.
The governing body of the Township adopted this plan in accordance with N.J.S.A. 40A:10-36. The
Township is exposed to various risks of loss related to torts, theft of, damage to and destruction of assets;
error or omission, injuries to employees; and natural disasters. The Township is a member of the Middlesex
County Municipal Joint Insurance Fund (“JIF”). The JIF is a public entity risk pool currently operating as a
common risk management and insurance program for municipalities established for the purpose of insuring
against property damage, general liability, motor vehicles and equipment liability and workers’
compensation. While additional assessments on premiums can be levied by the JIF to assure payment of the
JIF’s obligations, no such additional premiums have been necessary as of December 31, 2017. The JIF is
expected to be self-sustaining through member premiums of which the Township portion is reported as
expenditure in the Township’s financial statements and liabilities of the JIF are based on the estimated
ultimate cost of settling the claims. The JIF participates in the AIG Municipal Excess Liability Program,
which has a contract for excess liability insurance.
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Note 11: RISK MANAGEMENT (Continued)

The Township is not aware of any claims pending that have a demand in excess of coverages
provided under the JIF. In addition, there were no significant reductions in insurance coverage from prior
year coverage and there were no amounts settled which exceeded insurance coverage for each of the past
three years.

Note 12: ACCRUED SICK AND VACATION BENEFITS

The Township has established policies, which set forth the terms under which an employee may
accumulate unused benefits. The Township’s general policy is as follows:

Vacations - Vacation pay for permanent employees is accumulated in accordance with the approved
schedules for their respective units. Vacation days shall be taken during the current year and shall not
accumulate, except that vacation time may be carried over to the next succeeding year only. This carryover
provision is not applicable to Police and Fire Officers. An employee who has separated his/her employment
in good standing is entitled to time or pay for any earned vacation accumulated and not previously used.

The payroll office maintains up-to-date records of each employee’s status relating to earned and
unused sick and vacation pay. At December 31, 2017 and 2016, the total value of accumulated compensated
absences, based upon the current pay rates, was $5,370,272.26 and $5,392,267.83, respectively.
Expenditures for payment of accrued sick and vacation benefits are recorded in the period in which the
payments are made. Additionally, at December 31, 2017 and 2016, the Township has reserved funds in the
Other Trust Fund of $34,257.73 and $247,721.56, respectively to help offset future costs incurred.

Note 13: LEASE COMMITMENTS

The Township has entered into lease/purchase agreements with TD Bank for the acquisition of
equipment and other capital items.

The final lease payment and the present value of net minimum lease payment at December 31, 2017
is as follows:

Year Ended
December 31

2018 $ 160,000.36

Less: Amount representing interest / fees 4,023.41

Present value of net minimum lease payment $ 155,976.95
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Note 14: TAX APPEALS

At December 31, 2017, there are several tax appeals pending before the New Jersey Tax Court
requesting a reduction of assessed valuation for 2017 and prior years. Any reduction in assessed valuation
will result in a refund of prior year's taxes in the year of settlement, which may be funded from the
Township's tax levy or through the issuance of refunding bonds per N.J.S. 40A:2-51. In accordance with the
National Council on Governmental Accounting Statement 4, "Accounting and Financial Reporting Principles
for Claims and Judgments and Compensated Absences,” the Township charges current fund operations for
all State Board Judgments rendered during the year which will be paid from expendable available financial
resources.

The Township's share of the County taxes paid on any successful tax appeal would result in
appropriate reductions applied against the County tax levy of the following year.

Note 15: CONTINGENT LIABILITIES

At December 31, 2017, the Township had litigation pending. The majority of this litigation involves
claims against the Township relating to matters that traditionally would be covered through the procurement
of workers' compensation and liability insurance policy coverages. As more fully described in Note 11, the
Township has participated in a joint insurance fund for general liability and is partially self-insured for
workers compensation. Management indicates the Township is not involved in any pending or threatened
litigation nor are there any unasserted claims or assessments requiring disclosure in the financial statements.

The Township participates in several federal and state financial assistance grant programs.
Entitlement to the funds is generally conditioned upon compliance with terms and conditions of the grant
agreements and applicable regulations, including the expenditures of funds for eligible purposes. These
programs are also subject to compliance and financial audits by the grantors or their representatives. As of
December 31, 2017, the Township does not believe that any material liabilities will result from such audits.

On May 1, 2013, the Council on Affordable Housing (“COAH”), State of New Jersey passed a
resolution authorizing the COAH to begin the process of seizing “uncommitted” municipal affordable
housing trust funds. The COAH issued letters to all municipalities in the State of New Jersey requesting
them to certify the amount of funds held in trust that are committed and uncommitted and submit the
information to COAH. On May 13, 2013, the Appellate Court of the State of New Jersey issued an
injunction regarding the resolution passed by the COAH on May 1, 2013 no longer requiring local
municipalities to certify the amount of committed and uncommitted funds held in trust. On May 28, 2013,
the New Jersey Supreme Court kept in place the portion of the stay ordered by the Appellate Division,
thereby enjoining the State from seeking the transfer of any affordable housing trust funds. However, the
Court lifted the portion of the stay which prohibited the State from its administrative process of gathering and
evaluating municipal submissions. On June 25, 2013, municipalities with affordable housing trust funds
were issued a letter from the COAH giving all municipalities until August 2, 2013 to confirm or challenge
the figures of funds that the COAH records indicate are being held by local municipalities for affordable
housing. On September 26, 2013, the New Jersey Supreme Court again affirmed, in part, the Appellate
Division Court decision passed on May 1, 2013 and also gave the COAH five months through February 26,
2014 to promulgate new regulations which would comply with the Fair Housing Act. On February 26, 2014,
COAH filed an extension requesting to extend that time frame until May 1, 2014 which was granted by the
New Jersey Supreme Court on March 14, 2014, subject to certain provisions, including the COAH to propose
new regulations by May 1, 2014 and adopt such regulations on or before October 22, 2014. In October 2014,
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Note 15: CONTINGENT LIABILITIES (Continued)

the COAH failed to meet the deadline established by the New Jersey Supreme Court. In March 2015, the
New Jersey Supreme Court made a determination that affordable housing obligations would be administered
by the Court. As of December 31, 2017 and 2016, the Township held $4,765,092.13 and $2,947,376.88,
respectively, of funds for the Council on Affordable Housing.

Note 16: INTERFUND RECEIVABLES AND PAYABLES

The following interfund balances, which represent short term loans between funds or interest due to
other funds, remained on the balance sheets as of December 31, 2017:

Interfund Interfund
Fund Receivable Payable
Current Fund $ 21011279 $ 12,805.24
State and Federal Grant Fund 12,132.50
Other Trust Fund 75,354.59 368,321.09
Animal Control Trust Fund 5,978.46
Community Development Block Grant
Trust Fund 68,319.66
General Capital Fund 100,000.00 4,132.90
Water and Sewer Utility Operating Fund 2.51
Water and Sewer Utility Capital Fund 2.51
Payroll Fund 32.74 74,714.59
Total $ 46595479 $ 465,954.79

All interfunds are expected to be liquidated within one year.
Note 17: UNEMPLOYMENT COMPENSATION INSURANCE

Effective January 1, 1978, most municipal employees were eligible for unemployment compensation
insurance (N.J.S.A. 43:21-3 et seq.). The Township has elected to provide a self-insured plan whereby the
municipal costs and employee contributions are deposited into a trust fund from which claims, if any, will be
paid. All funds collected from employees are transmitted to the state for this period. The Reserve for
Unemployment Compensation Insurance at December 31, 2017 and 2016 totaled $75,054.54 and $66,156.00,
respectively.



TOWNSHIP OF SOUTH BRUNSWICK
MIDDLESEX COUNTY, NEW JERSEY
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2017 AND 2016

Note 18: LOSAP PROGRAM (Unaudited)

The Township has established a Length of Service Award Program (LOSAP) Deferred Compensation
Plan. The LOSAP is an incentive award program for volunteers who meet specified service criteria and is a
qualified plan under Internal Revenue Code Section 457(e). Funding for the plan is provided via Township
budget appropriations and the Township has authorized Lincoln National Life Insurance, as the plan provider.
As of December 31, 2017 and 2016, the cumulative balance of the Length of Service Award Program was
$1,060,624.60 and $885,317.14, respectively and is recorded in the Other Trust Fund of the Township.

In accordance with N.J.A.C. 5:30-14, the funds held in the LOSAP remain the assets of the
Township until they are distributed and as such are subject to the claims of the Township’s general creditors.

Note 19: GASB 77 TAX ABATEMENTS

Under N.J.S.A. 40A:20-12, each municipality is required to annually remit to the County five
percent (5%) of the annual service charge for each long-term PILOT financial agreement entered into by the
municipality.

The Township has entered into several property tax abatement agreements in order to provide
incentives to redevelop areas that are in need for improvement or to create economic growth. These
agreements are authorized under various New Jersey state statutes. The following represent the Township’s
tax abatement agreements for the years ended December 31, 2017 and 2016:

2017
Commencement ~ Termination Taxes if Billed

Entity Name Date Date Pilot Billing in Full Abated Taxes
Oak Woods 1997 2037 $ 42,965.00 $ 9481210 $ 51,847.10
CIL Woods 1998 2038 8,106.00 33,191.60 25,085.60
South Brunswick VOA 2005 2040 9,630.00 73,723.65 64,093.65
ARC - 9 Helen Drive 2013 2043 4,000.00 8,715.25 4,715.25
ARC - 24 Palmer Road 2013 2043 4,000.00 8,420.62 4,420.62
ARC - 125 Kendall Road 2013 2043 4,000.00 7,978.75 3,978.75
ARC - 24 Kindlsey Road 2013 2043 4,000.00 7,340.45 3,340.45
$ 76,701.00 $ 234,182.42 $ 157,481.42

2016

Commencement ~ Termination Taxes if Billed

Entity Name Date Date Pilot Billing in Full Abated Taxes
Oak Woods 1997 2037 $ 42,965.00 $ 93,788.67 $ 50,823.67
CIL Woods 1998 2038 8,106.00 32,833.32 24,721.32
South Brunswick VOA 2005 2040 9,630.00 72,927.86 63,297.86
ARC - 9 Helen Drive 2013 2043 4,000.00 8,621.18 4,621.18
ARC - 24 Palmer Road 2013 2043 4,000.00 8,329.76 4,329.76
ARC - 125 Kendall Road 2013 2043 4,000.00 7,892.63 3,892.63
ARC - 24 Kindlsey Road 2013 2043 4,000.00 7,261.22 3,261.22

$ 76,701.00 $ 231,654.64 $ 154,953.64









































































Exhibit A-27
TOWNSHIP OF SOUTH BRUNSWICK
MIDDLESEX COUNTY, NEW JERSEY

GRANT FUND
SCHEDULE OF RESERVE FOR FEDERAL AND STATE GRANTS-APPROPRIATED
FOR THE YEAR ENDED DECEMBER 31, 2017

Overexpenditure

Transferred Transferred
Balance from 2017 Paid or to Deferred Balance
Program Dec 31, 2016 Budget Charged Canceled Charge Dec 31, 2017
DOT - Municipal Aid Program - Ridge Road - 2011  $  196,945.14 $ 196,945.14
DOT - Discretionary Aid Program - Freedom Trail

Bikeway - 2011 195,572.45 195,572.45
DOT - Municipal Aid Program - Beekman Road $ 310,000.00 310,000.00
County Practice, Preparedness Response 3,000.00 3,000.00
Body Armor Replacement Fund 16,579.05 6,927.61 $ 5,844.30 17,662.36
Federal Vest Replacement 7,196.50 7,196.50
NJ Division of Highway Safety - Drive Sober or

Get Pulled Over 3,800.00 3,750.00 7,425.00 125.00
NJ Division of Highway Safety - Click it or Ticket 850.00 5,500.00 5,500.00 $ 450.00 400.00
NJ Division of Highway Safety - Distracted Driver 7,827.82 5,500.00 13,327.82
Clean Communities Program 31,012.39 88,873.77 $ 57,861.38
County of Middlesex - Cultural Heritage Grant 4,173.00 4,173.00
County Recycling Reimbursement 24,307.00 24,307.00
County Open Space - Mapleton Preserve 49,955.28 49,955.28
Garden State Historic Preservation Trust Fund -

Princeton Nurseries 164,863.00 8,959.12 155,903.88
NJ Forestry (2,055.00) 2,055.00
County of Middlesex Youth Development 200.97 200.97
Drunk Driving Enforcement Fund 14,169.64 9,165.00 5,004.64
NJ Division of Highway Safety - Safe Corridors 4,028.90 6,283.90 2,255.00
NJ Department of Law & Safety - COPS in Shops 1,600.00 2,600.00 1,000.00
Pandemic Influenza - Hepatitis B 11,830.00 11,830.00
Handicapped Recreation Opportunities Grant

(State Share) 48,571.23 720.00 47,851.23

Tobacco Enforcement Grant
(SFY2007) 795.91 795.91
(SFY 2008) 1,260.00 1,260.00
(SFY 2009) 1,310.00 1,310.00
Health Community Grant 262.00 262.00
Recycling Tonnage Grant 108,159.79 175,783.34 215,775.62 68,167.51
Ebola Monitoring 2,100.00 2,100.00
HIN1 480.00 480.00
EMAA 10,000.00 7,000.00 17,000.00
Alcohol Education Rehab Grant 531.72 531.72
$ 878,872.89 $ 542,796.85 $ 381,94041 $ 9409.12 $ 65,289.38  $1,095,609.59

REF. A A-3,A-25 Below A-1, A-28 A, A-23 A
REF.
Due to Current Fund A-28 $ 321,206.99

Reserved for Encumbrances A-21 60,733.42

Above $ 381,940.41


































































TOWNSHIP OF SOUTH BRUNSWICK
MIDDLESEX COUNTY, NEW JERSEY

GENERAL CAPITAL FUND
SCHEDULE OF RESERVE FOR CONTRIBUTIONS
FOR THE YEAR ENDED DECEMBER 31, 2017

Exhibit C-9

REF.
Balance, December 31, 2016 C $ 740,812.99
Increased By:

Cash Received C-2 5,354.96
Balance, December 31, 2017 C, Below $ 746,167.95
Analysis of Balance at December 31, 2017

4-71  Other than Whispering Woods - Realignment of Ridge Road $ 81,595.83
46-78  Old Road Water and Road Improvements 80,917.61
Library Construction 463.01
Mapleton Preserve 290,887.50
Sale of Property - Monmouth Drive 42,304.00
Major Road - DOT 250,000.00
Above $ 746,167.95
Exhibit C-10
GENERAL CAPITAL FUND
SCHEDULE OF DUE FROM THE STATE OF
NEW JERSEY-GRANTS RECEIVABLE
FOR THE YEAR ENDED DECEMBER 31, 2017
REF.
Balance, December 31, 2017 and 2016 Cc $ 400,000.00
Analysis of Balance
Ord. 15-24 $ 400,000.00




TOWNSHIP OF SOUTH BRUNSWICK
MIDDLESEX COUNTY, NEW JERSEY

GENERAL CAPITAL FUND

SCHEDULE OF INTERFUND PAYABLE- CURRENT FUND

Balance - December 31, 2016

Increased By:
Cash Received from Current Fund
Interest Earned on Investments

Decreased by:
Capital Improvement Fund Appropriation
Cash Disbursed to Current Fund

Balance - December 31, 2017

FOR THE YEAR ENDED DECEMBER 31, 2017

EF.

A-3,C-8
A-4,C-2

$ 24,782,850.00
36,136.11

100,000.00

24,717,246.15
24,817,246.15

Exhibit C-11

$ 2,392.94

24,818,986.11

24,821,379.05

S 413200









































































































































